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KEY ECONOMIC INDICATORS 
(Except as marked, figures are in $ millions over calendar years.) 
(LS 1.000 = $2.51, de facto; LS 1.000 = $2.87, official rate used in 


Sudanese statistical publications) 
B C D 


ITEM % Change 
1973 1974 1975 1975/74 


INCOME, PRODUCTION, EMPLOYMENT 
GDP at Factor Cost (current prices) 1827 2294 2874 +25.3 
Per Capita GDP in dollars 112.9 “Ise 169 +225 
Indices of: (1963=100) 
Agricultural Production, at end of June 133 160 NA 
Industrial Production, at end of June 257.7. . 266.7 NA 
ross Fixed Capital Formation, as % of GDP 
(Factor Cost) NA NA 16. 
Modern Sector Non-Gov. Employment (,000's) 64.3 NA NA 
Production (,000MT) in FY@ of: 
Raw Cotton 556 670 644 - 3.9 
Whole Peanuts 568 543 919 +69.2 
Sesame 340 240 281 +17.1 


MONEY AND PRICES 
Money Supply (Money & Quasi-Money) at end of 493. 649. 722. d +13.3 -. 
Sept. 
b Public Debt at end of 795.6 1313.9 2204 +67.8 (Dec.- 
Sept.) 
of which external é 731.1 1250 +71.0 (Dec.- 
Sept. ) 
© External Debt Service Ratio (%) ; 21. ; ‘ik 
Interest Rates (%) 
Bank of Sudan (rediscount) ‘ 7. , +28.5 
Commercial Bank Prime ‘ 9. ; +26.3 
Treasury Bills . Se 3. No Change 
Consumer Price Index Average (1970=100) ‘ 185. , +20.5 
Wholesale Price Index Average ci 155. ~~ 
Average Cotton Price (¢/1b.) : 80. } -31.5 


BALANCE OF PAYMENTS AND TRADE 

b Bross Foreign Assets at end of : i273 

b B/P Deficit (Current Account) -439.4 

b Balance of Trade + 0.8 -360.2 

b Exports (FOB) 436. 350.1 : +15.2 
4 
— 
3 


-63.8 


To U.S.A. Ve 17 -50.0 
b Imports (FOB) 436. 710 +14.5 
From U.S.A. 28. 64 +59.6 


Main Imports from U.S.A. (1975): Wheat 21.5, Agricultural and Other Machinery 17.5, 
Chemicals 7.2, Transport Equipment 22.4. 


Main Exports to U.S.A. (1975): Gum Arabic 3.1, Cotton 2.6, Hides & Skins 0.7. 


NA Not Available 

Fiscal years in the Sudan run from July 1 to June 30. 

Exchange rate of LS 1.00 = $2.87 used for LS conversions. 

Estimates based on assumed average interest rate of 7% and term of 7 years. 
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SOURCES: Department of Statistics, Bank of Sudan, IMF, U.S. Department of Commerce, 
and U.S. Embassy estimates. 





SUMMARY 


The Sudan's big gamble in favor of rapid economic development has suffered 
some setbacks but is nonetheless likely to succeed, thanks in part to the 
massive inflow of Arab aid and investment now well underway. Agriculture 
suffered various natural and man-made ills in the 1975-76 season. Trans- 
portation, while still a major problem, is rapidly being improved in ways 
which bode well for the performance of the entire economy. Industry has 
lagged behind its potential, however, largely due to excessive government 
control. The extractive sector may prove to be an important new source of 
income as the country is systematically explored. The financial situation, 
particularly as regards foreign exchange, is still critical due to slow 
export growth, insufficient domestic savings, and current low yields from 
key crops. Bureaucratic mentalities and emigration of talent to wealthy 
Arab countries complicate the Sudan's attempts to deal with its problems. 
U.S. exports to the Sudan have increased dramatically in recent years, 
despite the low level of U.S. Government financial support, and investor 
interest is growing. The aim will be to bring together Sudanese resources, 
Arab wealth and American technology in ways profitable to all three. 


CURRENT ECONOMIC SITUATION AND TRENDS 


The High Stakes of the Sudan's Development Effort 


In a world sobered by recession and a continent subjected to economic retrench- 
ment, the Sudan stands out as almost a pillar of ambition and audacity. Since 
FY 1973 its official development expenditures have more than quadrupled, and 
new private investment has probably gone up even more. There have been good 
results. Accordina to recent estimates, real GDP has been growing by 4 or 

5% in recent years, but the capital basis for this development has come not so 
much from greater belt-tightening at home (the average Sudanese feels his 

belt is tight enough already) as from massive borrowing through the Bank of 
Sudan, local and foreign commercial banks, and various aid organizations, 
particularly those in the Arab world. The Sudan has thus gambled that 1) its 
deficit spending will expand export earnings sufficiently to cover a rapidly 
growing debt-servicing burden, 2) there will be no catastrophic falls either 
in local production or in export prices, and, above all, 3) the willingness 

of international lenders, particularly the Arabs, to support the Sudan will 
‘grow, not fall off, in the face of increasing demands on their capital and 
what could prove to be a less than ideal debt management record by the 
Sudanese Government. 


Since the odds of the Sudan's hitting the jackpot in this game were long, it 
is not surprising that costly setbacks have occurred. First, the very 
development effort which was intended ultimately to increase export earnings 
has compounded problems such as shortages of transport capacity, skilled 
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labor, hotel rooms, electricity, housing and foreign exchange. Project 
delays and heavy inflationary pressures have resulted, with attendant 
popular unrest that the Government must take seriously. Secondly, the 

Sudan suffered in 1974 and 1975 from greatly reduced export receipts due to 
falling world-wide demand for its products and, in the 1975-76 growing 
season, from a substantial loss of cotton, wheat and peanut production 
attributable to both natural and man-made causes. Only the expectation of 
international capital flows was more or less fulfilled. In addition to pro- 
ject aid and foreign export credits, the Sudan has benefited from large cash 
loans from Arab sources, allowing current obligations to be paid off and 
development projects to proceed essentially as planned. 


Lest one despair of ever seeing improvement in the situation, it is wise to 
remember that the Sudan's development effort is basically a sensible one, 
aimed at eliminating critical shortages and providing the basis for greatly 
increased agricultural production and exports. The country is not wasting 
its resources on conspicuous consumption, prestigious industrial projects or 
needless military hardware. International lenders and investors are being 
attracted by a relatively stable political/economic environment, not driven 
away by chaotic change and arbitrary actions. Without oi] riches of its own 
(although hope springs eternal that oi] will be found soon), the Sudan none- 
theless benefits from Kuwaiti, Saudi and other Arab capital, which in turn 
seeks long-run profit in developing the Arab world's greatest agricultural 
and agro-industrial potential. 


Agriculture: A Mixed Bag in 1976 


After two years of comparatively smooth plowing, Sudanese agriculture has just 
encountered rough terrain. While statistical information is not yet avail- 
able, it is clear that the two largest irrigated schemes -- Gezira and 

Khashm al-Girba -- suffered severe set-backs in production, the latter from 
record floods and the former from a variety of ills, including rat infesta- 
tion, improper spraying and seasonal labor shortages. On the other hand, 

the production of sorghum and sesame on the rain-fed areas of South-central 
Sudan was reportedly very good, and sugar, long a major foreign exchange 
drain, did well even though production facilities did not expand. 


If a review now under way on the causes of Gezira's failure in 1975-76 leads 
to essential managerial improvements, the prognosis for 1976-77 is good. 

The benefits of mechanization should become apparent, new sugar and kenaf 
plantations should begin production, and improved transportation should con- 
tribute to the timely application of inputs such as fertilizer and pesticides. 
It is when one looks to the 1978-79 growing season and on, however, that the 
picture becomes particularly rosy. Completion of the Rahad irrigated farming 
project will come in two stages of 150,000 acres each, beginning in July 1977. 
Three other sugar projects with a planned total capacity of 570,000 metric 
tons are scheduled to begin production in 1978. Millions of acres of rain-fed 
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ranching and mechanized farming projects now on the drawing board will make 
the Sudan a major exporter of livestock and livestock products by 1980, 
even if only a fraction of currently planned projects becomes a reality. 
Most important, the Sudan may soon start reaping the harvest of a proposed 
24-year, $5.6 billion agricultural development plan formulated in coopera- 
tion with the Arab Fund for Economic and Social Development. Much remains 
to be done to transform the Sudan into the breadbasket of the Arab world, 
but one cannot complain about the lack of vision or deny that the resources 
are there if the will can be found to employ them. 


Transportation and Communications: Light at the End of the Tunnel 


Two years ago transportation seemed to most observers to be the Sudan's most 
critical economic problem. While much remains to be done, sufficient pro- 
gress has been and is being made that one can begin to be cautiously optimistic. 
The railway, traditionally the hub of the system, is getting a new lease on 
life with locomotives, other rolling stock, road-bed improvement, training 
programs and, possibly, doubling of a key segment of the track. A pipeline 
being rushed to completion this year will allow over 25% of the current rail- 
way capacity between Khartoum and Port Sudan to be used for other traffic, 
while freeing tank-cars to serve the long-neglected hinterland. Sudan Airways 
has acquired two Boeing/07s and two convertible 737s, one of which now flies 
to Port Sudan twice and Juba once daily from Khartoum. Telecommunications, 
already substantially improved with the outside world through the satellite 
ground station (the usage of which after one year equals the expected level 
after eight), will rapidly improve within the Sudan as well when a micro- 

wave relay network to Port Sudan is completed in 1976 and to other key towns 

a year later. For the rest of the country a domestic satellite network is 
planned. Finally, and perhaps most important as a symbol of change, a high- 
way system is coming into being. While the Port Sudan-Khartoum road is the 
most important link, other projects are on the drawing board, and the new 
mileage opened per year between 1976 and 1985 is expected to average about 
300, or 50% more than the total length of paved roads in 1974. All in all, 
development in the Sudan's transportation sector, while long overdue, is a 
harbinger of better times to come throughout the economy. 


Industry: A Sputtering Engine 


Since the Sudan regards itself as an agricultural country, industry for its 
own sake is not in fashion. Most of the new projects are related to the 
processing of Sudanese agricultural products (sugar from cane, yarn and 
cloth from cotton, burlap bags from kenaf, oil from oilseeds, leather from 
hides and skins, etc.) or of other raw materials available locally. Enjoy- 
ing close attention are factories to process by-products of existing manu- 
facturing operations (e.g. fertilizer from naphtha produced by the Port 
Sudan refinery and paper from sugar cane bagasse). The emphasis on using 
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local resources and industrial by-products so as to cut down the Sudan's 
import bill and add value to exports is one of the positive elements of 
current Sudanese economic policy. 


Unfortunately, there is a negative side to the story. Although the Sudan 
has come back a long way from the extreme policies of the nationalization 
and confiscation period (1969-71), there still is a strong inclination in 
the Ministry of Industry to reserve whole industries to the notoriously in- 
efficient public sector. Cement is an excellent example. With government- 
run plants running at considerably less than 50% of capacity and cement in 
chronic short supply, it is the sad fact that a proposed private venture 
which promised to double the country's production has encountered persistent 
and capricious opposition. Other obstacles to fast industrial development 
are bureaucratic red tape and financial complications stemming from the 
Sudan's low credit rating. A huge sugar project, for example, was delayed 
for months and ended up costing some $45 million more than it might have 
because the limited availability of export credits dictated the use of 
non-competitive equipment. Like an engine operating without proper main- 
tenance, the Sudan's industrial sector could be doing more to power forward 
movement in the economy if only the problems were identified and corrected. 


The Extractive Sector: A Sleeping Giant 


With 967,000 square miles, the Sudan is the largest country in Africa. 
Although logistical difficulties and long years of political turmoil kept 
it from being well explored, iron, gypsum, gold, copper, chromium, asbestos 
and mica are known to exist in significant quantities. There is, in fact, 
enormous potential for major mineral discoveries, and the number of commer- 
cial geologists coming into the country for an initial look suggests that 
this point is beginning to get across. 


Last year the extractive sector got a big boost with the commencement of 
oil exploration by Chevron offshore in the Red Sea and inland in an area 
larger than California. (No discoveries have yet been reported, but the 
search continues intensively.) This year another important milestone was 
reached with the signing of a three-way agreement between the Canadian 
subsidiary of Johns Manville, the Kuwaiti-controlled Gulf International 
Corporation, and the Sudan Government to explore for, and if possible 
develop, asbestos deposits in Kassala and Blue Nile provinces. These two 
developments suggest that the Ministry of Industry prefers 1) to deal 
with large, well-known companies able to invest heavily “up-front" in 
exploration costs, 2) to take a controlling financial interest, although 
not necessarily any management role, in the venture, and 3) to pay its 
share out of future profits. As in the case of manufacturing projects, 
the Ministry is not always easy to deal with, although the competent 
Mineral and Geological Resources Department (exploration matters) and the 
Mining Corporation (Government's holding company for mining ventures) are 
well-staffed and helpful. 
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Finance: Up From the Nadir, but.... 


A combination of circumstances made 1975 a very difficult year for the 
Sudan as far as finances are concerned. Exportable commodities confronted 
a sluggish world market; foreign exchange receipts were thus far lower than 
they might have been, and the Government's rather lax attitude toward ex- 
port promotion did not help. Meanwhile, to pay for faster develupment 

and the inflation-plagued cost of everything, the import bill increased 
14.1% on top of the explosive 57.4% rise a year before. Another huge 
balance of payments deficit resulted, unfortunately without foreign re- 
serves to draw on. International aid, particularly from the Arabs, con- 
tinued but at a somewhat lower pace than before. Only a disturbingly 
large increase in the Sudan's short-term liabilities to foreign commercial 
banks -- a development which cannot be repeated -- enabled the country to 
carry on without severe retrenchment. 


On the domestic scene, the main problem has been the lack of sufficient 
savings, particularly on the part of the Government. A planned recurrent 
budget surplus apparently did not materialize, as expenditures of the 
bloated bureaucracy continued to grow and receipts, particularly at the 
local government level, lagged. Public debt, both foreign and domestic, 
soared, and inflationary pressures did not abate as in other countries. 

An across-the-board 2% increase in interest rates imposed by the Government, 
while sensible, was not likely to achieve its purpose as borrowing continued 
to pay more than lending. Attempts were made to reduce the deficits in 
public sector corporations -- notably with large increases in electricity 
and freight rates -- but the basic problem of managerial inefficiency was 
thereby only papered over. The government-controlled commercial banking 
sector was reorganized so as to both give the banks more operating autonomy 
and assure their adherence to central bank policy, but their ability to 
cope with a situation of financial stringency was not basically improved. 
Early in 1976 prospects looked good for a turn-around in the critical 
foreign exchange problem as the Sudan's cotton inventories suddenly began 
to sell, and a major infusion of cash aid from a friendly Arab country 
materialized. However, when reports began to trickle in about disappoint- 
ing cotton, peanut and wheat crops, it became clear that the day when the 
Sudan could afford to relax a little had not arrived. 


IMPLICATIONS FOR THE UNITED STATES 


In the four years since the United States and the Sudan resumed diplomatic 
relations, U.S. exports have jumped from $6 million to $102.6 million. 
High-value sales such as aircraft, locomotives and wheat led the way, of 
course, but increasingly the spectrum is broadening to include large amounts 
of equipment for agriculture, construction, and food processing and pack- 
aging, as well as trucks and various chemicals. The performance is all the 
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more amazing in view of the low level of official financial support compared 
to that offered by the U.K., Germany, France and other competitor countries. 


While the recent rate of export growth can hardly be sustained, U.S. firms 
will probably still find increasing opportunities in the Sudanese market. 
They should examine first the basic sectors: agriculture, where mechani- 
zation and the opening up of large rain-fed areas are leading to large 
requirements for tractors, harvesters and other equipment; animal husbandry, 
where a number of huge integrated schemes will require feeding stock and 
equipment for range management, feeding, slaughtering and packing; and 
irrigation, where a recent Department of Commerce-sponsored trade promotion 
event revealed an active interest in U.S. pumps, water transmission systems 
and other equipment. They should remember the Sudanese desire to add value 
to their basic crops (cotton, oilseeds, grains, sugar, gum arabic) through 
food processing and packaging systems; spinning, weaving and finishing 
mills, and the exploitation of waste products such as sugar bagasse, 
molasses and peanut shells. They should bear in mind the new fields just 
getting started, notably mining and oi] exploration, and watch for dis- 
coveries which would lead to large equipment requirements. Finally, they 
should consider the many services required from foreign suppliers by a 
large developing country: transport (trucks, aircraft, river boats, and 
railroad equipment, as well as airports and roads); telecommunications; 
storage and materials handling; modern hotels; electricity generation and 
transmission; and engineering and project development. 


The Sudan is not always an easy place to do business (although receptivity 
to things American is high), but the effort is worthwhile because the 
positive factors noted heretofore make steady development a good bet. In 
recognition of these, an increasing number of U.S. firms are considering 
investments in the Sudan. Union Carbide and Sterling Products have both 
just opened plants, and others have licensing agreements with local firms. 
Chase Manhattan Bank now has a representative office in Khartoum, and other 
principal U.S. banks make frequent visits. The elusive but valid goal of 
most is to find some way of bringing together Arab money, Sudanese resources 
and American technology -- for the profit of all three. There are enough 
success stories already to conclude that the Sudan is a fertile land on 
which to sow such seeds. 
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